There is a general proposition that availability of infrastructure facilities largely determines the locations of investment projects and also that Foreign Direct Investment (FDI) can be Resource seeking, Efficiency seeking and clusters in a region where there is already existing FDI. I employed a panel dataset consisting of 16 groups of Indian states over the period from 2001-02 to 2016-17, with the aim to identify the infrastructure, resource, market, and agglomeration specific factors that contribute to the wide-scale heterogeneity in the per capita FDI inflows across the Indian States. My results suggest that the availability of roads, ports and telecommunication infrastructure predominantly influenced the variations in the FDI inflows across states than any other infrastructure specific determinant. The findings indicate that the efficiency of labor was the highest motivation among resource specific factors for investors. Moreover, higher tax disincentive, the presence of the SEZs, and agglomeration economies are found to be statistically significant. Lastly, the per capita FDI is not found to be market seeking in nature.
INTRODUCTION
The global economy has changed profoundly over the past six decades, especially over the last two. The charm of the fierce anti-imperialist narrative has waned in the former colonies while these transitions and emerging economies integrate with the rest of the world. The Government of India (GOI), for instance, had pursued a state- (Shin, 2014) .
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However, the FDI inflows have declined significantly to constitute about 4.30 percent of the GFCF in 2012 (United Nations Conference on Trade and Development, 2013) . The GOI had recently eased the quantitative restrictions on FDI, across various industries and segments of the economy, and had also amended regulations (Ernst and Young (E&Y) India, 2014; Arun, 2015) towards the twin objects of economic growth and employment generation (Invest India, 2014) . It is important to note that despite entering the pro-FDI regime, the policy decisions of the GOI exhibit traits of selective FDI practice whereas several non-state interests oppose easing of FDI restrictions. In fact, the debate on globalization and FDI has intensified over the last decade. It holds enormous relevance in a high growth economy like India that has a vast population suffering from abject poverty. The disparate development in India is antithetical to the mainstream thesis that global capital inflows impart efficiency to deliver growth (Chakraborty and Basu, 2002) and engender development (Mayhew, 1996 ; Organization for Economic Cooperation and Development (OECD), 2002; Sahoo et al., 2002) 1 . However, Dreze and Sen (2013) stated that only a minority of extremely rich have prospered. Fernandez (2006) and Vijayakumar et al. (2010) presented a new and emerging middle class to be the principal beneficiary (Omkarnath, 2012) argued that despite the constraints to growth in the Nehru-Mahalanobis strategy, India had attained a wide industrial base while the prescriptions of the 'Washington Consensus' may fritter the benefits of the earlier 'Development Consensus'. In fact, the concentrated nature of the FDI inflows within India has benefited few regions (Purfield, 2006) . Regardless of the widespread notion that FDI is an extremely important source of external and stable finance to a developing country (Mallampally and Sauvant, 1999) inequitable spatial distributions for FDI inflows within emerging economies have caused and consolidated economic disparity among geographies in those developing countries (Xu et al., 2008) . Although, Huang and Wei (2016) argued that in a neoclassical economics framework of comparative advantage, when FDI's cluster and agglomerate, the diseconomies of scale will impede the inflows around the clusters and the inflows will locate to economies with lower costs. However, the skewed sub-national distribution of India's inward FDI's has acutely widened and aggravated the inter-regional disparities after 1993-94 and is likely to perpetuate the imbalances in the future (Nunnenkamp and Stracke, 2007; Pal and Ghosh, 2007; Chowdhury, 2014) .
Hence, in the context of India, it is imperative that while the GOI in coordination with the state government frames policies to enhance inbound FDI's, the inflows should not be spatially skewed to perpetuate the disparities. This paper is organized into six sections. We define the process of FDI and explain India's policy regime briefly in Section 2. We outline the determinants of FDI inflows in a theoretical framework later in this section. The following section reviews the empirical literature on the reasons for uneven inflows across geographies. The data and research methodology are explained in section 4. Section 5 interprets the results. Finally, the concluding remarks are provided in the last section.
PRELIMINARIES

Nuances in the Interpretations of FDI
In the event of a foreign direct investment (FDI), the direct investor directly invests in the direct investment enterprise. In other words, the former does not employ any of its other resident affiliates to acquire ownership in the latter (Department of Industrial Policy and Promotion (DIPP), 2013). It thus denotes the export of usually nonloan productive capital from one economy to another and accommodates rights to assets that remain outstanding for over a year. While FDI inflows comprise of investments under paid-up capital and earnings that are reinvested from overseas operations, international statistics record other direct capital such as inter-company debt from the direct investor to its foreign affiliate as FDI inflows (Harvey and Milios, 1998; OECD, 2008) . However, in India, the had rendered the control of direct investor enterprise considerably easier. The capital arbitrage theory could not explain these two phenomena.
Later, Kindleberger (1969) and Hymer (1976) too argued that FDI cannot happen in perfect competition. They disputed the prevalent mainstream thinking with hypotheses that constitute the market imperfection theory or monopolistic advantages theory. This theory used industrial organization framework and argued that a direct investor fundamentally aims to control the production of its international operations and the level of control in the direct investment enterprise that is available to the direct investor determines the volume of inflows. The market imperfections in the host country such as the lack of differentiated products, skilled labor, cheaper material inputs, access to capital markets, organizational skills, managerial expertise and superior technology or knowledge to the domestic rivals. FDI towards vertical and horizontal integration to achieve economies of scale and scope, secure resources, and markets) inhibit the competition and enable the direct investors to enjoy monopolistic (later oligopolistic Dunning (1995) ) advantages that are firm-specific (Hymer, 1976) or ownership (O) specific. Kindleberger (1969) argued that 'O' advantages can be best exploited in imperfect markets. Hymer (1976) held the superior technology possessed by the MNE's was the most important firm-specific advantage. Thus the FDI may be motivated by efficiency in production, the market for products, knowledge and managerial expertise and noninterference from political interests in the host nation. Caves (1971) too advanced the literature by attributing the industry structure of the host economy. The salient features that attracted FDI inflows were the possession of superior information or technology to the direct investor, vertical integration to avoid uncertainty in a market with few vendors, and the objective to create entry barriers. Caves (1993) extended Knickerbocker (1973) oligopolistic reaction (OR) hypothesis to FDI. When the industry structure in a high-income source country resembles an oligopoly and a constituent firm -an MNE makes an FDI in a foreign market with an object to realize the first-mover advantages, then the rival firms would also tend to make an FDI in the same foreign economy to deny the first mover firm any comparative advantage and mitigate their perceived business and market (loss) risks. This may trigger a bandwagon effect (Caves, 1993) . Aliber (1970) stated that MNE's can borrow at lower interest rates in wealthy parent countries like the USA, United Kingdom (UK) and Canada that have stronger currencies and earn high rates of returns from FDI's in weaker currency economies. The MNE's can thus benefit from and imperfections in market capitalization rates within international capital and foreign exchange markets.
The location (L) theory of FDI addresses questions during the comparison of a priori input factor costs and transportation costs to markets to optimal production location that can be applied to decide on the characteristics of optimal production location. It asserts that in order to attract FDI inflows a host economy must possess locationspecific (L) endowments that shall enable foreign direct investors to retain their comparative advantage in that market. The L-advantages imply lesser costs and greater benefits vis-à-vis political, social, and economic attributes.
Social advantages denote the proximity of the host country with the home country as regards the culture, language, habits, and customs that improves the 'business culture'. Political advantages refer to the host country's political stability and the regulatory set-up that concerns MNE's, anti-trust, international trade, foreign exchange transactions and FDI. Economic advantages are demand side (such as market size and its potential) and supply side (geographical features, quality and prices of input factors, the infrastructure of the host country for energy, communications and transportations and commercial, legal and educational services, and agglomeration economies that result from close access to suppliers, producers and consumers). Wheeler and Mody (1992) classify the first three classical supply-side variables into the ergodic system and the rest into the non-ergodic system (Dunning, 1995) termed the agglomeration economies into 'network-related' advantages and the rest into hierarchical advantages. Horst (1972) asserted the presence of natural resources as an important 'L' determinant for FDI inflows. Aggarwal (1980) argued that the market size of the host economy is an important determinant of inward FDI, especially in emerging economies. Porter (1985) suggested the various crucial natural and anthropogenic attributes that increase the competitive advantages of business enterprises that operate in an area and improve the location-specific attractiveness of that region. Marsahll (1920) ; Krugman (1991) and lately (Beenstock and Felsenstein, 2010) heralded the centrifugal or positive externalities 4 as the principal factors that attract FDI inflows in a location within a country. This leads to the feedback processes of agglomeration or clustering effects such that particular regions that specialize in certain activities have strong supply chains and knowledge spillovers. This minimizes of information costs and these aids provinces with clustering effects to draw FDI inflows more than the others. Thus 'L' theory explains which goods and services are produced in which location and why. Hence, governments of host locations alter policies to draw FDI's it is imperative to evaluate the initial conditions of locations and possible positive effects of the policy change. Dunning (1980; 1981; 1988; 1995) 
REVIEW OF SELECT EMPIRICAL LITERATURE
The seminal works that laid the foundation for further empirical studies in this area have been discussed in the previous section. This section explores the studies that have investigated the spatial determinants of distributions of FDI. It lays emphasis on empirical works that examine FDI's into transition economies with a thrust on researches that concern the regional distribution of inflows across regions in India. (2004) demonstrated that unit labor costs, market size and proximity between home and host economies are the most influential spatial determinants. Previously some studies (Wheeler and Mody, 1992; Jun and Singh, 1996; Resmini, 2000) among several location-specific factors, assess the negative impact of macroeconomic riskiness on the FDI inflows into emerging economies. Garretsen and Peeters (2008) (2000); Wei et al. (1999) and Zhang and Po Yuk (1998) argued that labor costs are an important 'L' determinant for investment decisions across China. In addition, empirical works (such as (Sun et al., 2002; Li and Park, 2006; Du et al., 2008; Luo et al., 2008; Xu et al., 2008; Boermans et al., 2011)) investigated the role of determinants such as labor costs, institutional quality, geographical endowments, market size and agglomeration economies in the skewed distribution of inward FDI in China. It is noteworthy that from 1999 through 2005, Luo et al. (2008) found that the 98 hinterlands of China failed to attract FDI inflows despite cheaper labor and natural endowments while the 5 coastal regions thrived due to policy incentives and agglomeration economies. In fact, Xu et al. (2008) observed that during 1998-2007, Hong-Kong and Shanghai were the pivotal agglomerates that attracted FDI. Quality of labor was more important than the cost of labor as a determinant. Yin et al. (2014) investigated the sub-national 'L' determinants of FDI inflows for 17 Chinese provinces and cities during 2000-2010 into the manufacturing and services sectors. It found most effective explanatory variables such as agglomeration economies and disparate economic policies to be similar. Infrastructure provisions and labor costs (and not quality) were crucial for export-platform manufacturing but not for services that sought domestic markets. Besides, consistent to previous studies coastal regions and large cities attracted overwhelmingly greater inflows than inland areas. Furthermore, as regards the regional distribution within China, some works (Zhao and Zhu, 2000; Belderbos and Carree, 2002; Hu and Owen, 2005) suggest that the determinants of FDI inflows depend on the mode of entry and the home country of the direct investor.
Bevan and Estrin
There appears to be a renewed interest in the investigation into the reasons for the highly unequal spatial distribution of FDI's in India. Ramachandran and Goebel (2002) analyzed the location-specific advantages of Tamil Nadu as a highly favored FDI recipient region in India conspicuously in Information Technology (IT), automobile manufacturing and garments. The spatial determinants were supply side and mostly non-ergodic and state-induced. Aggarwal (2005) applied 'panel corrected standard estimates' and 'count model' techniques to regress exportoriented and domestic-making FDI inflows over the spatial determinants across 25 Indian states from 1991 through 2001. It incorporated a composite measure for the rigidities in India's labor markets. It found that these rigidities and higher labor costs depressed inward FDI especially in (labor-intensive) export-oriented FDI. Rao and Murthy (2006) observed that the FDI inflows were increasingly getting concentrated in the western and southern states. It cited that almost in every Indian state the top two industries received the majority of inflows. Nunnenkamp and Stracke (2007) found that, in general, the FDI inflows into India were concentrated in more advanced states, especially in the larger cities. Yet, the investors' desire for raw materials overrides their regard for economic development and infrastructure quality. In addition, variables like per capita income and transportation infrastructure were significant determinants for FDI in manufacturing and services. In an econometric study of 100 largest cities across 17 provinces within India, Goldar and Banga (2007) found that most of the spatial determinants of FDI across states in India namely the size of cities, presence of a metropolitan city, human capital and incentives for investment and business in a state is similar to those for domestic investment. Similarly, Morris (2007) found that FDI's were heavily concentrated in states with the metropolitan cities that hosted the country headquarters for operations in India. Siddhartan (2008) 's econometric comparison of 'L' determinants for heterogeneous regional distribution of FDI inflows into India and China revealed that economically developed states of India that offer (especially knowledge-based) industrial linkages within a strong industrial base and have marine coastlines received gigantic inflows similar to provinces in China. In relation to India, Siddhartan (2008) found considerable positive externalities in the form of technology and cost benefits reaped by automobile components' manufacturing agents in the National Capital Region (NCR) and the Information Technology Enabled Services (ITES) industry in the Bangalore region (Mukherjee, 2011) argued that states that have large markets, lower labor costs, robust infrastructure and industrial base for manufacturing and services exhibited strong agglomeration effects and received the gigantic shares of India's inward FDI's. In fact role of quality of labor force was not found to be significant (Nunnenkamp and Mukim, 2011 ) used conditional logit model technique to study peer effects on the location choices of 6020 foreign and non-resident Indian (NRI) investors among 542 districts in India. It found that FDI's (apart from Germany) tend to agglomerate at districts previously favored by compatriot peers. In a panel study on 600 districts in India, Chakrabarti et al. (2012) found that the FDI inflows are clustered into districts with better physical infrastructure. The non-linear relationship is significant beyond a certain threshold of physical infrastructure. However, Chatterjee et al. (2013) argued that physical and social infrastructure did not significantly influence the inter-regional distribution of inward FDI across the states in India. More importantly, the study found that the higher (against lower) profitability and variability of profitability of existent firms engender higher (against lower) subsequent FDI's. In an exploratory study, Ernst and Young (E&Y) India (2014) cited the burgeoning domestic market and inexpensive and skilled labor force as the prime determinants of the high share of India in global inflows while telecommunications infrastructure is an important causal factor. It also suggested that while the metropolitan cities in India will draw the majority of inward FDI, tier II and tier III cities such as Ahmedabad, Jaipur, Chandigarh, Coimbatore, Kochi, Nagpur, and Aurangabad can attract substantive flows in the future. Chattopadhyay (2014) performed a random effect (R.E.) generalized least square (G.L.S.) panel regression of the FDI inflows from the years 2001 to 2013 and attributed the existence of substantive clustering effects as the principal underlying factor for the regional concentration of the inflows in some economically advanced states in India. Besides, the effects of market size, road route density and access to electricity in a state were positive and significant. The study also found that tax rates in a state lowered its share in inward FDI. However, wage rates and a basic education of the labor force did not make any significant impact on the spatial distribution of FDI's against a-priori expectations. Chattopadhyay (2014) ascribed that to the highly mobile nature of labor within India.
The empirical works that have studied the distribution of inward FDI across the provinces in India have been few in number. Since the 1992 economic reforms, not only in India progressively moving towards a market economy, the supremacy of the union government as regards economic policy formulation and courting foreign capital has been waning over time. At the same time, the provincial governments have greater autonomy in fiscal policy matters and therefore have to compete with one another to attract foreign capital. This limited literature warrants expansion with theoretical and empirical perspectives. I aim to identify the various kinds of location-specific (L) features that attract FDI inflows across different provinces in India. The third set of variables consists of the variables that are specific to the market and agglomeration economies.
RESEARCH METHODOLOGY: Data and Model Specification
The scale and growth of a region's economic output represent the economic opportunities in a market. The size of the local market indicates the potential demand for a foreign firm's output. This justifies the assumption that the attractiveness of a market is an important locational determinant for an FDI decision. I consider variables described in Table 1 to capture the attributes of local markets across regions, with an a priori expectation that the regions that have higher market coefficient values have attracted more FDI inflows. Dunning (1980; 1995) India (2001; . The states in India are largely heterogeneous in terms of their socio-economic-political characteristics and we recognize the possibility of omitted variable bias due to the dropping of state-specific variables that cannot be averaged while grouping. I decided on this period of study to examine the substantive appreciation in the FDI inflows upon several deep policy changes. I have used the following normalization technique similar to that followed by the UNDP to calculate relative position of countries in Human Development Index components to compute the normalised value for all variables for each particular period. This normalization technique estimates the relative position of each state with respect to each determinant.
where Sij and Iij denote the value of the variable before and after normalization for the state 'i' in the year 'j'. I constructed three panel regression models to examine whether we can explain the differences in the per capita FDI inflows across states (regions) with the following location-specific determinants viz. (i) infrastructure specific, (ii) resource specific and (iii) Market and agglomeration economies specific determinants. I specify the econometrics in the Equations (1), (2) In regression with panel data, the random effects models (REM) and the fixed effects models (FEM) are estimated to control for individual specific and temporal effects, and the choice between the two is a critical issue. At first, I assume the absence of any significant state specific or temporal effect during the estimation of the pooled regression model. The present paper estimates a REM because the states are likely to be heterogeneous within a group in terms of their socio-economic-political structure. Second, the states are grouped on geographical proximities. Therefore, the groups too seem to be heterogeneous in nature and the group-specific effects are unlikely to be systematic. Furthermore, since the number of variables (20) is greater than time observations (16), the FEM will suffer considerably from the problem of low degrees of freedom as it requires estimating state specific parameters to capture individual effects. The REM, on the other hand, does not suffer from such problems as it does not require estimation of separate parameters to characterize the individual regions. Besides, the REM also retains the observed characteristics that remain constant for each individual that is dropped in the FEM.
I carried out the restricted F-test and the Hausman (1978) test in order to statistically examine the suitability of the REM or FEM. 
EMPIRICAL FINDINGS AND DISCUSSION
It is noticed that 6 out of 16 regions absorb around 70 percent of the cumulative FDI inflows from 2001-02 to 2016-17. New Delhi accounts for highest cumulative per capita FDI inflows followed by Mumbai, Bangalore, Ahmedabad, Chennai, Hyderabad, and Goa. Kochi has shown good performance likely because of the existence of ports. On the other hand, regions such as Guwahati, Kanpur, and Patna have pulled in meager inflows. In fact, Kanpur and Patna regions have displayed lackluster performance than the north eastern states clubbed in the Guwahati region. This highly imbalanced concentration of the FDI in particular region may jeopardize the politicosocio-economic stability of India.
In this study, the coefficients for road density, port efficiency, and telecom density were found to be significant. This suggests that FDI inflows aim to exploit the hard infrastructure of the states. Nonetheless, the direct relationship need not imply causality. In fact, although this might appear counter-intuitive at first, infrastructure in many instances is not the agency behind Greenfield or Brownfield investments. Chatterjee et al. (2013) for instance, argued that as regards FDI's in Indian states, infrastructure stock is often an outcome rather than a determinant of the inflows. Foreign investors may develop physical infrastructure independently of government in an emerging economy such as India where the physical stock is deficient. This hypothesis gains traction if one were to just see the segments of industries in the cumulative inflows for the two most dominant attractive FDI destinations in India in Table 4 . As regards the resource-seeking FDI, in the second model, none of the coefficients for natural resource variables was significant. These findings are consistent with the understanding that metals and minerals are deemed strategic assets of the economy. This proposition is reinforced by the notion that the GOI has been historically averse to allowing foreign investment in the mining sector. While the GOI has been gently relaxing restriction limits in this sector; the FDI in mining, however, is a miniscule proportion of total inflows into India. In fact, most inflows are in the realm of mergers and acquisitions rather than the Greenfield or Brownfield investments. It is interesting to find the coefficient for the productivity of labor statistically significant. The labor productivity implies cheaper labor with a high return on wages. However, while the relationship between the labor quality and FDI is positive, the coefficient for labor quality was not found significant in this study. This strongly indicates that the foreign investors are less concerned with the educational quality of the labor; rather they want more return generating labor. This presents a paradox. Ideally, the regions with superior human capital should pull in greater FDI inflows within a country. Yet if inflows migrate into regions with inferior education outcomes then the FDI is efficiency seeking. The detail lies in the basic attributes of the recipient industry. The NCR and Mumbai regions also have the largest concentration of finest institutions and migration of human capital in India. In light of this ambiguous relationship of the FDI inflows and the quality of labor it is quite likely that the FDI is not into high-end technology processes but low-end manufacturing and services sector that do not require sophisticated technical-know-how and critical skill sets. This understanding gains currency because the relationship between the FDI inflows and the patents is not significant. To address this lacuna, in addition to other objectives, the GoI has instituted the Make in India initiative in 2014 and progressively easing away the upper limits for FDI's across many industries. Prima facie, the results are encouraging.
In the third model, the presence of Special Economic Zones (SEZ's) and lagged FDI that represent the agglomeration economies are found to be highly significant factors, among all these factors, which cause differences in the FDI inflows across states. The National Capital Region (NCR) is one of the largest agglomeration economies in the world. The study In fact, given that the results are consistent with those of Okada and Siddharthan (2008) only fosters the hypothesis that the desire to exploit clustering effects within India has been an overriding objective among FDI investors. Moreover, the SEZ's also reflect the export-oriented nature of production. Extant literature is replete with the transition of the FDI from seeking markets before the World Trade Organization (WTO)
arrangement. Post-WTO mechanisms efficiency-seeking FDI has become more notable. Thus, consistent with the empirical findings and literature it can logical to state that this export-oriented FDI is efficiency seeking. The statistical results in model 1 and 2 also indicate in that manner. Importantly, Market Growth and Market Size which are crucial factors of FDI as per the popular model are not found to be significant. In addition, the higher share of taxation in the gross NSDP is also a significant determinant. Incidentally, the Goods and Services Tax (GST) regime that purports to unify the fragmented goods and services markets across states India was introduced in the financial year 2017-18. It is perplexing that the coefficients of banking penetration in the model 1, coal and crude oil reserves in model 2 and patents in model 3 are negative although the coefficients are not significant.
CONCLUSION
FDI inflows have increased significantly in India in the last decade. However, the growth in FDI flows has been accompanied by strong provincial concentrations. Our findings are threefold. First, the initial observation indicates that the states that lie along the coastline of India have a natural advantage over states in competing for FDI inflows. In addition, if such regions have more efficient ports and vast road networks then they are magnets for inflows. These factor endowments are more effective in the presence of robust telecommunication networks. On the contrary, provinces with deficient hard infrastructure attracted scanty FDI. Second, it suggests labor efficiency, among resource specific factors, is a highly important factor causing differences in FDI inflows across states. The findings suggest that the FDI inflows aim to seek higher productivity in low-skilled or semi-skilled labor rather than in highly skilled labor. In fact, I did not find evidence that FDI inflows are attracted by skilled labor. This propensity is more pronounced in the automobile manufacturing industry and is lower in the Information Technology allied industries. This is a suboptimal outcome from the employment objectives of the state. It does not augur well if the GOI or state governments wish to use FDI policy as a tool to mitigate unemployment. Third, this work finds that the states with more number of Special Economic Zones (SEZ's) that are dedicated towards exports offer substantive agglomeration economies that contribute towards spatial disparity in FDI inflows within India.
Also, higher commercial tax slabs in a region is a strong disincentive for investors to pump FDI in it. We will have
